
Recommendation to approve negotiated adjustments to employee retirement contribution rates 
based upon the June 30, 2012 Los Angeles County Employees Retirement Association (LACERA) 
actuarial valuation report as approved by the LACERA Board of Investments on April 10, 2013.  The 
recommended changes are applicable to represented and non-represented employees, effective 
July 1, 2013.

SUBJECT

June 11, 2013

The Honorable Board of Supervisors
County of Los Angeles
383 Kenneth Hahn Hall of Administration
500 West Temple Street 
Los Angeles, California 90012
 
Dear Supervisors:

ADJUSTMENTS TO EMPLOYEE RETIREMENT CONTRIBUTION RATES
ALL DISTRICTS

(3 VOTES)

IT IS RECOMMENDED THAT THE BOARD:

1.  Approve Amendment Number 1 to the Fringe Benefit Memorandum of Understanding (MOU) with 
Service Employees International Union (SEIU), Local 721, Change to Win (CtW), Canadian Labour 
Congress (CLC) implementing changes in employee retirement contribution rates (Attachment A).

2.  Approve Amendment Number 5 to the Fringe Benefit Memorandum of Understanding with the 
Coalition of County Unions (CCU), American Federation of Labor/Congress of Industrial 
Organizations (AFL-CIO) implementing changes in employee retirement contribution rates 
(Attachment B).  

3.  Approve the attached resolution implementing changes in employee retirement contribution rates 
for represented and non-represented employees effective 
July 1, 2013 (Attachment C).  
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4.  Approve the employee contribution rates for the new Safety Member Plan C and General 
Member Plan G effective January 1, 2013 for all new LACERA members hired on or after December 
1, 2012 who are appointed to classifications not covered under the SEIU, Local 721 or CCU Fringe 
Benefit MOUs  (Attachment D).

5.  Instruct the Auditor-Controller to make the system changes necessary to implement these 
recommendations.

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

County Employees Retirement Law of 1937 (CERL) requires LACERA to obtain an actuarial 
valuation at least once every three years.  This law further requires that on the basis of such 
valuation, a recommendation is to be made to the Board of Supervisors to change employer and/or 
member contributions rates as may be necessary to properly fund the retirement system.  

In October 2011, LACERA’s Board of Investments adopted a decrease in the assumed rate of return 
of its investments (ARR) to be phased in over a period of three years.  Decreases in the ARR require 
increases in the employer and employee contributions rates to make up for the anticipated shortfall 
in investment returns.  For the 2012 valuation, the ARR used was 7.6 percent, down from the 7.7 
percent used in the 2011 valuation.  For the 2013 valuation, the effective rate will be reduced to 7.5 
percent.   

Based upon LACERA’s June 30, 2012 actuarial valuation report, we have negotiated adjustments to 
the employee retirement contribution rates for CCU and SEIU Local 721 employees.  These changes 
are reflected in the respective Fringe Benefit MOU amendments and will be effective July 1, 2013.  
These same rates are applicable to non-represented employees and will also be effective July 1, 
2013.

Impact of the California Public Employees’ Pension Reform Act of 2013 (PEPRA) 

The recently enacted California Public Employees’ Pension Reform Act of 2013 (PEPRA) revised 
existing retirement contribution and benefits formulas and required the County to implement several 
significant changes with respect to contribution rates.  Effective 
January 1, 2013, any “new member” of a California public retirement system must pay 50 percent of 
the normal cost of funding the retirement benefit. 

Under PEPRA, new LACERA members are those hired on or after December 1, 2012 (LACERA 
membership starts the first of the month after the permanent date of hire) with either 1) no prior 
membership in a public retirement system - OR - 2) prior membership in a public retirement system 
but without reciprocity under the current system. In addition, PEPRA’s cost-sharing requirement led 
to the closure of the non-contributory General Member Plan E effective November 27, 2012 and the 
creation of two new PEPRA-compliant retirement plans (General Member Plan G and Safety 
Member Plan C) for these “new members.”  

To facilitate implementation, PEPRA has exempted new members appointed to classifications 
covered by existing MOUs from the 50/50 cost sharing requirement until the respective MOU 
expires.  For the County, this exemption applies only to members appointed to classifications 
covered by the SEIU, Local 721 and CCU Fringe Benefit MOUs.   For example, General Plan G 
SEIU and CCU “new members” enjoy the benefit of Plan D negotiated rates until their MOUs expire 
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on September 30, 2013.  Once the MOU expires, the County is mandated by PEPRA to implement 
the 50/50 cost sharing provision for all “new members” including those covered under these 
respective MOUs.  All other “new members” not covered under these MOUs are subject to the cost 
sharing provision mandated by PEPRA immediately upon appointment to their respective positions 
(Plan G – 7.75 percent or Safety Plan C – 13.25 percent).  

General Member Plan G and Safety Member Plan C

As described earlier, both General Member Plan G and Safety Member Plan C were established in 
direct response to the passage of PEPRA for new LACERA members.  Aside from the 50/50 cost 
sharing feature, these plans differ from the other LACERA plans in that the employee contribution 
rates are flat rates versus age-based rates.  The flat-rate feature has significant advantages over the 
age-based rates including ease of administration and lower probability of calculation errors.  
Additionally, based upon a LACERA survey of other California public retirement plans, most are 
using flat rates versus age-based rates.

Implementation of Strategic Plan Goals
The retirement benefit and funding changes provided for in these recommendations are directly 
responsive to the Strategic Plan goal of fiscal responsibility by ensuring sufficient funding of the 
County’s retirement system.

FISCAL IMPACT/FINANCING

Since these recommendations are limited to changing the employee portion of the retirement 
contribution rates, there is no increase in net County costs.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

The employee retirement contribution rate adjustments have been negotiated with the Coalition of 
County Unions and SEIU Local 721.  The specific rates by employee age at entry into County 
service are detailed in the accompanying MOU amendments and related resolution.  

The accompanying MOU amendments and resolution have been approved as to form by County 
Counsel.

IMPACT ON CURRENT SERVICES (OR PROJECTS)

These recommendations will not impact any existing County service or project.
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WILLIAM T FUJIOKA

Chief Executive Officer

Enclosures

c: Executive Office, Board of Supervisors
County Counsel
Auditor-Controller
Human Resources
Los Angeles County Employees Retirement 
Association
Coalition of County Unions, AFL-CIO
SEIU Local 721, CTW, CLC

Respectfully submitted,

WTF:BC:JA
MTK:VMH:mst
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